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LATIN AMERICAN FINANRCE

I. ©m 10 June, Brazilian congressmen leaked to press news that Srazil
had made “BEREP request for $300 million loan from 03, Outcome
being watched clomely im Latin Americs as test of US polioy.

I1. On § June, Brazil broke off, at least temporarily, talks with
international Nonetary Pumnd sabout economic stabilisation program
sinilar to one adopted by Argentina in January,

A, President Zubitschek had agreed to most aspects of recosmended
program, but he balked at INF's conditions that import subsidies
on wheat and petroleum be removed.

1. Eo feared removal would raise cost of living to politically-
damperous level.,
2. Riots occurred last fall when these subsildies were reduced,

8. Eubitacbek has been folicwing Frondizi's problems with stabili-
mation in Argentina closely, snd Kabitschek says hiz pelitical
situation is more ticklish than Fromdizi's,

11X, Brazil bas asked for direct loan from US, putting issue as guestion
of confidence between two countries,

A, Brazil owes about $350 million due this year on ocutstsuding
loans from U8, IBRD, INF, privats US banks, and Eurcpesn creditor

B. Dollar reserves first woek of June down to $3.6 million.

| Coffese sales, which provide about G0 percent country's foreign

exchange, will hit seasonal lov this msonth and next. (Ceffee

prices dropped 22 percent last year, anothar 12 percent so far
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C. Kubitschek government dickering with ESSO, GQulf, and Shell
for 1l8-month credit on oil imporis which cost about $250
milliion last year.

1. Goveraoment also arranging to sell oil from new strike this
month to US companies. Should bring in about $70 million
annually.

1V. EKubitschek evidently does not wish to break completely with INMF,
and he has tentatively agreed to a US proposal that debt repayments
be rescheduled in place of new loan.

A. However, due to what our embassy in Rio de Janeiro calls
"highly charged political atmosphere,” Kubitschek refuses to
let this be kpawn fearing public may charge him with bowing to
US pressure. E |

B. Chief Brazilian negotiator says some face-saving formula must
be worked out. :ndiati:;~€5vernnen; has stood off extireme
nationaliste so far, but é&:&f%crisis"‘nigh: push Kubitschek
}ntn “kasirism.” |

C. Brazil considering Soviet offer to buy $100 million worth of
coffee under 3-~year barter deal.

1. Brazilians are tempted but suspicious. Amount--650,000
bags annually--is almost 10 times present Soviet consump-
tion. Brazil wants guarantee against re-sale.

V. Other Latin Americans--especially opposition elements in Argentina
and Chile--have hailed Brazil's break with IMF. President of Chile
anpd Peruvian prime ministers have privately charged INF with
"rigidity."
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In Argentins, where Frondizi umder severe pressure as result his
sincere siforts carry out stabilization program, Miaister of
Econowy fears Sraziliss bresk with INF may wreck Argentine program.

A,

B,
B
¥,

He

Opposition citing Brazil as "country detarmined to resist

intervention,”

Comaunists and Peronistas contisue stirike agitation despite

atate of siege,

¥ilitary restive over labor defiance, aand disgruntled officers

plotting to overthrow Frondizi,

1. They bave o positive prograw; ousting of Frondizi would not
serve I8 interestis,

Sombings and violence continue,

Peron has called for massive resistance to economic stabilization

Cost of living has jwaped G8 perceant since January when program

put into effect; another 20 percent incresse likely next fow

months,

As part of program, goverament plamning to fire about 300,000

employees,

Pressures on Frondizl likely to intensify, and other latin

Americans sre watching his troubles with economic stabilization

as test case of UB economic policles,
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